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To the Shareholders, 
Vencap Investments Limited. 


The year just ended has been one of substantial development for your company, highlighted by the 
acquisition of Quinn Laboratories Limited. We are very pleased to report net income for the year of $123,569, 
which amounts to 9.4¢ per common share based on 1,312,060 shares, the number of shares outstanding up until 
the middle of March, 1971. Your directors are gratified with these operating results which have been achieved 
under the company’s recent policy of venture capital investment in small to medium sized industrial companies. 


Close to the end of our fiscal year, your company negotiated the private placement of 200,000 of its 
common shares together with 100,000 warrants for a net consideration to the treasury of $200.000. After 
investing a further $100,000 to help finance an expansion of Quinn Laboratories Limited, the company had, at 
March 31, 1971, a working capital surplus of $256,508. The company’s long-term debt is being rapidly reduced 
out of current income and barring further expansion through debt, the company could be debt-free within two 
years. 


Since the end of the fiscal year, Quinn Laboratories Limited has expanded from its initial 16mm film 
processing capability into 35mm services. It is expected that the 35mm film services will contribute substantial 
additional sales in the current fiscal year over and above an expected 40% increase in other services. Sales and 
earnings for the first quarter of the current year fully support our expectations of increased sales and income. 


The company continues to be encouraged by results of the pilot plant programme currently underway by 
Canadian Magnesite Mines Limited. As of this date, we have been informed that no difficulties are being 
experienced in the pilot plant and this seems to be reflected in the price of Canadian Magnesite shares. 


During the year, your company lost the services as directors of Charles I.R. MacDougall and John J. 
Rosseel. Because of the pressure of other business, both of these gentlemen found that they were unable to 
devote as much time as they wished to the operations of our company. Their contributions during their tenure 
are much appreciated by the Board of Directors. One of the resulting vacancies was filled by the election of Mr. 
Findlay J. Quinn, President of Quinn Laboratories Limited. It is proposed at the annual meeting to fill the 
remaining vacancy by the election of Mr. A.D. Cossar. 


Your company is actively exploring the possibility of further acquisitions. Many opportunities have 
presented themselves over the past year. None of these, however, met all of our requirements. In view of our 
strong financial position and earnings record, together with our expected growth, your directors are inclined to 
be conservative in their approach to new acquisitions. Maximum efforts will, however, be maintained in our 
search for new profitable fields. 


A.J. Cossar, 
President. 
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ASSETS 
GE | 1970 
Current Assets 
Gashi— bank depositsand deposit receipts 42. sane ee $ 176,169 $ 144,289 
Accounts teceivable we4.5 oe slacks oN oak. na di ee ae ee ee 308,576 25,859 
Marketable securities — at cost 
(quotedimarket-value $4,125) 2 c.5.. see eee irae nee ee 6,140 = 
Inventories!— at lowetiol Cost.ommarketi .... ne eee PALI ENE — 
Prepaid‘ex penises fishies ex ela © ale ne eee ee et ee ae DeOe 4 
Totalicurrent-assets (i. 3. Gpleake i vat sn oe ae he ok eae eee S1S2262 170,148 
Loan receivable. from subsidiary eevee nee ater ce ene eee 50,000 = 
Loans:receivable — interest free. on demand es ae OTe 14,971 
Shares of Canadian Magnesite Mines Limited — at cost 
less amounts previously written off 
(3.155621 *shares = Market value($1.105476)ae es ee 77,747 77,747 
Advances re Canadian Southern Cross Mines, N.L. — Note 3 41,436 41,436 
189,154 134,154 
Fixed assets — at cost 
Plant; equipment and leaseholdimprovemicn tsi eee 424,485 = 
Less-Accumulatedi depreciation: sae jecevee eee ee 74 ,035 
350,450 
Other assets 
Unlisted securities. — nominal valuic: suen. easter eae cee 1 l 
Excess of purchase price of subsidiary over net book value ..................- 44,000 a 
Deferred: tinancescharses” 070. vce ee 46,809 _ 
Establishment.expenses” 2 i.4,-. cee ee en SOI 62 = 
Deposits? gopimerye seein s cline asoe da. 6 the 0 sees ae ee Nee) = 
Organization expenses and commission on issue 
of preferénice:shares’ 22.4. 6-4 Sees che cee es 15,970 12,089 
147,939 12,090 


$1,205,805 $316,392 


APPROVED ON BEHALF OF THE BOARD 


A. J. COSSAR 


Director. 


B. SCHERER 


Director. 
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LIABILITIES 
1971 1970 
Current liabilities 
Peal el OAEGSCCULCC,) mei pne yrs Sor opt Gs or Uo eee ee a ee en ee $ 81,000 $ _ 
re COMMessO aid Ol esaliceaccried, Charees «ae Aenea teen rae anu ee ine ny aes ASG 4,968 
IMEOIMeRCAXC DAV aU lCw ee REAL Oar, c3U. 1: -plontr Naseer not nent Gig ee Ras net a8, 8,989 = 
“GNIEL: CLONE REALE TEL OVI COS oes as a Ag gy ay a SPE ee ga Ree ey NI, ON a omen On gs 2ol67 54 4,968 
Deferred liabilities 
micmenotes payable (due within one year $84,.122)22 5. 245. se ee ae eee eee 2127583 — 
Notesmayvablem soo due 525,000 annually 1971-19735 2455... eae ee 75,000 _ 
287,583 
SHAREHOLDERS’ EQUITY 
Capital stock (Notes 5 and 6) 
Authorized 
3,600 6% non-cumulative, redeemable, preference 
shares, par value $10 each, redeemable 
at $11 
5,000,000 Common shares without par value 
Issued 
BRO OUI Ee erence: SHares wc. esyaia pen 42 Ceara taniaatiet ot Means ec eure aod RR eco 36,000 36,000 
Me POCULCOMIMON Shaves 97. ..eeecuct tk eeeme ee stage oe ee Soe ee ieee ea VO2A12 427,112 
Woon 463,112 
Deficit 81,644 151,688 
656,468 311,424 


$1,205,805 
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VENCAP INVESTMENTS LIMITED 
CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1971 

(with comparative figures for 1970) 


ESA 1970 
Sales bene ek 5 GROG eww Bee Al eae poets eonsle No. BOR Oe ee $1,135,078 $ — 
Cost of sales. administrative and selling expenses.) ae ee eee 934,883 5 LON 
Income: before. the following .. th... ws fe ns 200,195 (SeG7) 
Interest and ‘sundry income, 22x... haa ec le ekee eS) 6,434 
209,594 [2267 
Depreciation 22.48 0. sree ee es be in he ee ee 30,991 = 
Equipment rental ose eta eh lene we so ee Re So ee 23,436 = 
Finance charges ve acias ig dona oy BS latlce oe Ae he On eee ee ee 15-023 = 
Amortization of leascholdimprovemen tse... teeter ee Sy (5) = 
Directors’ fess sys oS oo de kh al Bee lee ee eee 1,500 — 
TE = 
Income before-income: taxes ¢ . Se er ee een 132,069 1,267 
Income taxes = Note 4.. ......6.0 en en oe ee ae 8,500 = 
Netincome: for the: year's 52065 252 ee $123,569 $1,267 
Net Income Per Share (based on 1,312,060 common shares 
in 1971 and 1,237,060 common shares in 1970) — Note 5 9.4¢ 1¢d 
CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1971 
(with comparative figures for 1970) 
Deficit-at beginning ol year: 2. sods. ee $151,688 $154,097 
Deduct) Netancome: for the year 20 oe eee 123,569 1267 
ACJUSIINENt OL prior years income, tax cS aera ie ana — 1,142 
iM hesvew) 2,409 
2819 151,688 
Add: Adjustment re earings of subsidiary prior to 
ACQUISITION elec ee cick ots ac eapidtera chee cea dace D3,020 ar 
Deficit at end of year $81,644 $151,688 


VENCAP INVESTMENTS LIMITED 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED MARCH 31, 1971 
(with comparative figures for 1970) 


197] 1970 
SOURCE OF FUNDS 
INeaaIM@ OCs Ost heeVedl ern wes 0 0e Senter rth t= pe Meal Sen Coe er en a Ee eo, ok $123,569 $1,267 
PeMte cision loOtmrcquinng- outlayot [UndS) ee ae ee ee ee ee 36,966 == 
PSNICEOIECO INIITLOMES HO TCS cereale a ee er ek ie Oe ee ap On ON ee Wy 275,000 1D iA567 
iMereasemurccererred: ia DilitieSmaytaen wan par any - Seae « een ae enn Re ek ee 287,583 — 
Realization of shares of Canadian 
BORIC CHORC TOSSANIIDICSIING LG cb Sra ga, tot ck cs aN reg By pan ae ete et At de — 50 
PLCC CEUA NEL LLIN) (triste Qnntt oe A ict, a ee hs Oe mee anes, Ae etn otis wee Anan ee ~ 1,142 
F238 160,321 
APPLICATION OF FUNDS 
Increase in investment — Canadian Magnesite | 
WSIS | LANG UW RET! ONS Sg, Sale a ne PEN RR AE ae CRO OU Meh orale ot gee en, PRO eens, ~ 14,686 
EP AlT Aa TONMEOK DCLISCH tere IN yc og bk ye See Maa iacts edn SU RON Ue CO RRR Mrs OR tat 3,881 3,457 
EiGneasceNIMOGNS TCCCLVA DICH. o.b.0- ws so tee oc eas ee ORR ORE tes hhc ee 55,000 25 
bine ASCOT XK CONASSO.LS test as eds earch oS A a da OD ce CERN Ge ee 36/,416 — 
PeccessrOlepUrchase price Ol SUDSIGiary over nel DOOK Valuicuen a = er ee 44,000 ~ 
Pajustimentiic camings Of subsidiary prior to acquisition . 2.42.5. .4a5n496-565.- 535925 -- 
Detorre Callial COrChalCCSt actin. 5 tuscan it eee eee ek RE OMe te Re er ee eee 46,809 - 
be SPA MISIRMe TEX DC TISCS. © yell seven acy, Sieh Scan Wacko coh nace etc coh a at oes Orr ee tee eon BO 982 - 
DC sli Semen rita oe cscs Eo Sid esas seo ay, ROEM UR APOE A hee ee St occ cae lca Neha A Meta 1S leer, -- 
631,790 23318 
AGH AScIIEW OL KING CADILal he, sax hota Pee rac Se os aes nba an ce Mieome Museen ee toca rane. Sie eens ae 915328 134,943 
WGEKiiecapicalatspesinnins. Of Year Bat. ye: 1) ran stars bee Res nea seats aera eerie es 165,180 30,237 
SERAerea pital alienid Olly Care biti yieyst-e yee ener Pree eee oe Roe er a epee $256,508 $165,180 


AUDITORS’ REPORT 


To The Shareholders of 
Vencap Investments Limited 


We have examined the consolidated balance sheet of Vencap Investments Limited and its subsidiary as at March 
31, 1971 and the consolidated statements of income, deficit and source and application of funds for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of 


accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
March 31, 1971 and the results of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 


TORONTO, ONTARIO MCLEOD, DICKSON & CO. 
June 9, 1971 Chartered Accountants. 


VENCAP INVESTMENTS LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


MARCH 31, 1971 


. During the year supplementary letters patent were issued changing the name of the company from 
Speculative Investments Co. Limited to Vencap Investments Limited. 


. The attached financial statements consolidate the financial statements of the company and its wholly-owned 
subsidiary Quinn Laboratories Limited. The accounts of Quinn Laboratories Limited are for the year ended 
January 31, 1971. The shares of the subsidiary were acquired at two different dates throughout the year but 
the consolidated statement of income reflects the total income of the subsidiary for its complete financial 
year. 


. The advances re Canadian Southern Cross Mines N.L. represent advances to the company and the 
participation in and expenses incurred on behalf of the underwriting syndicate. 


. Provision for income taxes has been reduced to $8,500 by the application of prior years’ losses carried 
forward and the claim for income tax purposes of certain expenses and capital cost allowance in excess of 
those recorded in the accounts. To March 31, 1971 this excess claim amounts to approximately $78,500 
which reduces the income taxes payable to date by $42,000. Additional losses carried forward, applicable to 
future years total approximately $120.000. 


. The company sold in January, 1971, to investors 200,000 common shares and warrants to purchase 100,000 
common shares for a net consideration to the treasury of $200,000. The warrants entitle the holders thereof 
to purchase one share for each warrant at $1.00 per share on or before March 1, 1972, at $1.25 per share on 
or before March 1, 1973 and at $1.50 per share on or before March 1, 1974. The company also issued 75,000 
common shares valued by the directors at $75,000 as partial consideration for the purchase of shares in its 
subsidiary. 


. There are outstanding to employees of Quinn Laboratories Limited options to purchase a total of 21,000 
shares at $1.00 per share exercisable over a period of five years from January 1, 1971. 


. The aggregate direct remuneration paid or payable by the company and its subsidiary to the directors and 
senior officers (as defined by the Business Corporations Act 1970) was $70,664. 
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VENCAP INVESTMENTS LIMITED 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 
FOR THE SIX MONTHS ENDED 
SEPTEMBER 30, 1970 


Source of funds 
Net income for the six months $ 40,082 
Add: Charges not requiring an 

outlay of funds — 


Depreciation 19,856 
Amortization of leasehold 
improvements 3,951 
Amortization of deferred 
finance charges 9,949 
Provision for minority interest 
in subsidiary company 26,114 eidolas 
Fieravotes wavable 2311544 VENCAP INVESTMENTS LIMITED 
Issue of notes payable 75,000 
Minority interest in share capital 
of subsidiary company 25,400 
431,896 SEMI-ANNUAL REPORT 
TO SHAREHOLDERS 
Funds applied to 
Purchase of marketable securities 6,140 
Loans receivable 9,950 
Plant equipment and leasehold SEPTEMBER 30, 1970 
improvements 339,326 
Less: Accumulated depreciation 
at acquisition date 37,069 
302,257 
Deferred finance charges 53,878 
Establishment expenses 31,358 
Deposits ey 
Organization expenses 3,880 
Payment of lien notes 37,890 
Excess of purchase price of shares 
of subsidiary company over net 
book value 22,925 
469,555. 
Reduction in working capital 37,659 
Working capital at March 31, 1970 165,180 
Working capital at September 30, 1970 127,521 


Reduction in working capital $ 37,659 


November 2, 1970 


To the Shareholders, 
Vencap Investments Limited. 


Your directors present herewith the statements of 
earnings and source and application of funds for the six 
months ended September 30, 1970. Consolidated earnings 
of $40,082 are equal to 3.2 cents per common share, 

Operations of our subsidiary, Quinn Laboratories 
Limited, are satisfactory. Substantial expansion. of this 
company is currently under consideration. 

Canadian Magnesite Mines Limited has completed 
financing arrangements for the construction and opera- 
tion of its one ton per day plant. Construction in leased 
premises is to begin immediately. 

Your company, with cash reserves in excess of 
$100,000, is actively exploring the possibilities of 
additional acquisitions. Shareholders will be advised of 
developments in this area at the earliest possible time. 


A.J. Cossar, 
President 


VENCAP INVESTMENTS LIMITED 


UNAUDITED CONSOLIDATED STATEMENT 
OF INCOME 
FOR THE SIX MONTHS ENDED 
SEPTEMBER 30, 1970 


Sales $ 694,520 
Cost of sales, administrative and selling 
expenses 609,612 
Income before the following 84,908 
Add: Interest and sundry income 5,095 
90,003 
Deduct: Depreciation 19,856 
Amortization of leasehold improvements 31951 
Provision for minority interest 26,114 
49,921 
Net income for the six months 40,082 


VENCAP INVESTMENTS LIMITED 


NOTES TO THE UNAUDITED 
FINANCIAL STATEMENTS 
SEPTEMBER 30, 1970 


Note 1 

The attached financial statements consolidate the 
financial statements of the company and its subsidiary 
Quinn Laboratories Limited. Operations of the subsidiary 
company cover an eight month period because of a 
difference in fiscal year ends. 

Note 2 

Comparative statements of income and source and 
application of funds are not provided since because of the 
acquisition of Quinn Laboratories Limited during the 
period the comparable figures would not be meaningful. 
Note 3 

No provision for income taxes is recorded in the accounts 
since a combination of prior years’ losses carried forward 
and the claim for tax purposes of capital cost allowance in 
excess of depreciation recorded exceeds taxable income. 
To September 30, 1970 total capital cost allowance 
exceeds depreciation recorded by $35,903. For the 
reporting period such excess is $16,803. 


